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are distinct suggestions that Banks throughout the world might be able to reduce their gold reserves indefinitely or even do without them altogether.
Since the date of the conversation to which I have referred, I have often examined the arguments on which the Quantity Theory is based, and my proposals for carrying out the change in the Indian Standard of Value from silver to gold were based on my belief in the soundness of that Theory, and I have never discovered any good, or even plausible, ground for rejecting it as a statement of a general law. I fully admit that other things never are equal, and that we cannot expect to find, and never do find, that prices move up or down in exact proportion to the Quantity of Money, but an increase or diminution in the Quantity of Money always acts in the direction of proportionately raising or lowering prices, as the case may be, though the effect may be obscured or counteracted by other causes.
In the attacks on the soundness of the Quantity Theory which I have seen, the limiting condition " other things being equal" is generally omitted, and if this is done, it can easily be shown that in actual life the rise and fall in the average level of prices is not, and cannot be, exactly proportional to the Quantity of Money.
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